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LOUISIANA BOARD OF EXAMINERS OF 
  NURSING FACILITY ADMINISTRATORS 
DEPARTMENT OF HEALTH AND HOSPITALS 
STATE OF LOUISIANA 
Baton Rouge, Louisiana 
 
We have audited the accompanying basic financial statements of the Louisiana Board of 
Examiners of Nursing Facility Administrators, a component unit of the State of Louisiana, as of 
June 30, 2003, and for the years ended June 30, 2003 and 2002.  These financial statements 
are the responsibility of management of the Louisiana Board of Examiners of Nursing Facility 
Administrators.  Our responsibility is to express an opinion on these financial statements based 
on our audit. 
 
We conducted our audit in accordance with auditing standards generally accepted in the United 
States of America and the standards applicable to financial audits contained in Government 
Auditing Standards, issued by the Comptroller General of the United States.  Those standards 
require that we plan and perform the audit to obtain reasonable assurance about whether the 
financial statements are free of material misstatement.  An audit includes examining, on a test 
basis, evidence supporting the amounts and disclosures in the financial statements.  An audit 
also includes assessing the accounting principles used and significant estimates made by 
management, as well as evaluating the overall financial statement presentation.  We believe 
that our audit provides a reasonable basis for our opinion. 
 
In our opinion, the basic financial statements referred to above present fairly, in all material 
respects, the financial position of the Louisiana Board of Examiners of Nursing Facility 
Administrators as of June 30, 2003, and its changes in financial position and its cash flows for 
the years ended June 30, 2003 and 2002, in conformity with accounting principles generally 
accepted in the United States of America. 
 
As discussed in note 1-A to the financial statements, the Louisiana Board of Examiners of 
Nursing Facility Administrators adopted the provisions of the Governmental Accounting 
Standards Board Statement Number 34, Basic Financial Statements-Management’s Discussion 
and Analysis-for State and Local Governments, as of July 1, 2001.  This results in a change in 
format and content of the basic financial statements. 
 
As discussed in note 4, the board changed its capitalization policy during fiscal year ended 
June 30, 2002. 
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In accordance with Government Auditing Standards, we have also issued our report dated 
August 19, 2003, on our consideration of the Louisiana Board of Examiners of Nursing Facility 
Administrators' internal control over financial reporting and on our tests of its compliance with 
certain provisions of laws, regulations, and contracts.  That report is an integral part of an audit 
performed in accordance with Government Auditing Standards and should be read in 
conjunction with this report in considering the results of our audit. 
 
Our audit was conducted for the purpose of forming an opinion on the Louisiana Board of 
Examiners of Nursing Facility Administrators’ basic financial statements.  The accompanying 
supplemental information listed in the table of contents is presented for the purpose of additional 
analysis and is not a required part of the basic financial statements of the Louisiana Board of 
Examiners of Nursing Facility Administrators.  Such information has been subjected to the 
auditing procedures applied by us in the audit of the basic financial statements and, in our 
opinion, based on our audit, is fairly stated in all material respects in relation to the basic 
financial statements taken as a whole. 
 
Management’s discussion and analysis is not a required part of the basic financial statements 
but is supplementary information required by the Governmental Accounting Standards Board.  
However, this information is not included in the financial statements for fiscal years ended 
June 30, 2003 or 2002. 
 

Respectfully submitted, 

 
Grover C. Austin, CPA 
First Assistant Legislative Auditor 

 
JGG:EFS:PEP:ss 
 
[BENFA03] 

 



Statement A

LOUISIANA BOARD OF EXAMINERS OF
  NURSING FACILITY ADMINISTRATORS
DEPARTMENT OF HEALTH AND HOSPITALS
STATE OF LOUISIANA

Statement of Net Assets, June 30, 2003

ASSETS  
Current assets:
  Cash (note 2) $206,185
  Accounts receivable - license and fees (note 3) 38,640
  Due from the Department of Health and Hospitals (note 12) 9,678
  Prepayments - rent and insurance 4,885

       Total assets 259,388

LIABILITIES
Current liabilities:
  Accounts payable 4,553
  Payroll deductions and withholdings payable 4,961
    Total current liabilities 9,514

Noncurrent liabilities - compensated absences payable (note 9) 18,119

       Total liabilities 27,633

NET ASSETS - Unrestricted $231,755

The accompanying notes are an integral part of this statement.
 4



Statement B

LOUISIANA BOARD OF EXAMINERS OF 
  NURSING FACILITY ADMINISTRATORS
DEPARTMENT OF HEALTH AND HOSPITALS
STATE OF LOUISIANA

Statement of Revenues, Expenses,
  and Changes in Fund Net Assets
For the Years Ended June 30, 2003 and 2002

2003 2002

Operating Revenues
Licenses and fees $212,908 $211,208
Nurse aide certification cards 44,005    36,269
Interagency agreement (note 12) 76,938 107,726
     Total operating revenue 333,851 355,203

Operating Expenses
Personal services and related benefits 194,888 173,921
Operating services 103,177 136,614
Materials and supplies 25,318 24,444
Travel 6,964 6,101
Other 2,721
     Total operating expenses 330,347 343,801

  
Operating income 3,504 11,402

Nonoperating revenues
  Interest income 1,705 2,472

         Change in net assets 5,209 13,874

TOTAL NET ASSETS AT BEGINNING OF YEAR -
  AS RESTATED (note 10) 226,546 212,672

TOTAL NET ASSETS AT END OF YEAR $231,755 $226,546 

The accompanying notes are an integral part of this financial statement.
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Statement C

LOUISIANA BOARD OF EXAMINERS OF 
  NURSING FACILITY ADMINISTRATORS
DEPARTMENT OF HEALTH AND HOSPITALS
STATE OF LOUISIANA

Statement of Cash Flows
For the Years Ended June 30, 2003 and 2002

June 30, June 30,
2003 2002

Cash flows from operating activities:
  Cash received from customers $363,955 $377,520 
  Cash paid to suppliers for goods and services (183,956) (195,027)
  Cash payments to employees for services (149,813) (156,694)
  Net cash provided by operating activities 30,186 25,799

Cash flows from investing activities:
  Interest received 1,705 2,472

Net increase in cash 31,891 28,271

Cash at beginning of year 174,294 146,023

Cash at end of year $206,185 $174,294 

Reconciliation of operating income to net cash 
  provided by operating activities:
  Operating income $3,504 $11,402
  Changes in assets and liabilities:
    (Increase) in accounts receivable (2,960) (5,540)
    Decrease in due from others 31,057 27,857
    Decrease in accounts payable (1,608) (6,566)
    Increase (decrease) in accrued payroll 193 (1,354)

          Net cash provided by operating activities $30,186 $25,799 

The accompanying notes are an integral part of this financial statement.
 6
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LOUISIANA BOARD OF EXAMINERS OF 
NURSING FACILITY ADMINISTRATORS 

DEPARTMENT OF HEALTH AND HOSPITALS 
STATE OF LOUISIANA 

 
Notes to the Financial Statements 

As of and for the Years Ended 
June 30, 2003 and 2002 

 
 
 
INTRODUCTION 
 
The Louisiana Board of Examiners of Nursing Facility Administrators is a component unit of the 
State of Louisiana created within the Louisiana Department of Health and Hospitals (DHH), as 
provided by Louisiana Revised Statute 36:803.  The board is statutorily composed of 13 
members, ten of whom shall be ex-officio members from various health care agencies and three 
of whom shall be appointed by the governor and serve three-year terms each.  Currently, there 
are nine board members.    The board is responsible for developing, imposing, and enforcing 
standards for nursing facility administrators, issuing licenses, investigating complaints, and 
developing and maintaining a federally mandated Certified Nurse Aide Registry.  The board 
issues Nurse Aide Certification cards on a biannual basis for a $10 fee.  Operations of the board 
are funded with self-generated fees and reimbursements through an interagency agreement 
with DHH.  As of June 30, 2003, there are 669 licensed administrators in the state.  The board 
has five employees.  
 
1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 

A. BASIS OF PRESENTATION 
 

The accompanying financial statements have been prepared on the full accrual basis in 
accordance with accounting principles generally accepted in the United States of 
America as applied to governmental units.  The Governmental Accounting Standards 
Board (GASB) is the accepted standard setting body for establishing governmental 
accounting principles and reporting standards. These principles are found in the 
Codification of Governmental Accounting and Financial Reporting Standards, published 
by the GASB.  The commission applies all GASB pronouncements as well as Financial 
Accounting Standards Board (FASB) statements and interpretations issued on or before 
November 30, 1989, unless those pronouncements conflict with or contradict GASB 
pronouncements. 
 
These financial statements include the implementation of GASB Statement Number 34, 
Basic Financial Statements-and Management’s Discussion and Analysis-for State and 
Local Governments and related standards.  This new standard provides for significant 
changes in terminology, recognition of contributions in the Statement of Revenues, 
Expenses, and Changes in Fund Net Assets, inclusion of a management discussion and 
analysis as required supplementary information, and other changes. 
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B. REPORTING ENTITY 
 

GASB Codification Section 2100 has defined the governmental reporting entity to be the 
State of Louisiana.  The board is considered a component unit of the State of Louisiana 
because the board is not legally separate and the state holds the board’s corporate 
powers.  The accompanying financial statements present only the activity of the 
Louisiana Board of Examiners of Nursing Facility Administrators.  Annually, the State of 
Louisiana issues basic financial statements that include the activity contained in the 
accompanying financial statements.  

 
C. FUND ACCOUNTING 

 
All activities of the board are accounted for within a single proprietary (enterprise) fund.  
Proprietary funds are used to account for operations that are (a) financed and operated 
in a manner similar to private business enterprises where the intent of the governing 
body is that the cost of providing goods or services to the general public on a continuing 
basis be financed or recovered primarily through user charges; or (b) where the 
governing body has decided that periodic determination of revenues earned, expenses 
incurred, and/or net income is appropriate for capital maintenance, public policy, 
management control, accountability, or other purposes. 
 
D. BASIS OF ACCOUNTING 

 
Basis of accounting refers to when revenues and expenses are recognized in the 
accounts and reported in the financial statements.  Basis of accounting relates to the 
timing of the measurements made, regardless of the measurement focus applied.  The 
transactions of the board are accounted for on a flow of economic resources 
measurement focus.  With this measurement focus, all assets and all liabilities 
associated with operations are included on the Statement of Net Assets. 

 
Revenues are recognized in the accounting period when they are earned and expenses 
are recognized when the related liability is incurred.   
 
Proprietary funds distinguish operating revenues and expenses from nonoperating 
items.  Operating revenues and expenses generally result from providing services and/or 
producing and delivering goods in connection with a proprietary fund’s principal ongoing 
operations.  The nursing facility administrator licenses, nurse aide certification cards, 
and interagency revenue received from DHH for operating the nurse registry are 
operating revenues.  The interest earnings the board receives are nonoperating 
revenues.  All expenses are operating expenses. 
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E. BUDGET PRACTICES 
 
Annually, the board is required to summit a proposed budget to the Joint Legislative 
Committee on the Budget in accordance with R.S. 39:1335.  The budget for the fiscal 
year ended June 30, 2002, was adopted on March 13, 2001, and the budget for the 
fiscal year June 30, 2003, was adopted on December 4, 2001.  Budgets are prepared 
and reported on a modified accrual basis of accounting.  The budget was adopted on a 
functional basis.  The board does not recognize or record encumbrances as a part of its 
budgetary practices.   
 
F. CASH  

 
Cash is held in interest-bearing demand deposits.  Under state law, the board may 
deposit funds within a fiscal agent bank organized under the laws of the State of 
Louisiana, the laws of any other state in the Union, or the laws of the United States.  
Furthermore, the board may invest in time certificates of deposit of state banks 
organized under the laws of the State of Louisiana, national banks having their principal 
offices in Louisiana, in savings accounts or shares of savings and loan associations and 
savings banks, and in share accounts and share certificate accounts of federally or 
state-chartered credit unions. 

 
G. PREPAID ITEMS 
 
The board establishes prepaid expenses for lease and insurance payments.  Payments 
made for such items that will benefit periods beyond June 30, 2003, are recorded as 
prepaid items. 
 
H. CAPITAL ASSETS AND 
 LONG-TERM OBLIGATIONS 

 
At June 30, 2003, the board has no capital assets.  Equipment is valued at historical 
cost.  Equipment would include all items valued at or above $5,000.  Depreciation of all 
exhaustible capital assets of the board would be charged as an expense against 
operations.   
 
Long-term obligations at June 30, 2003, include only compensated absences.  A 
summary of changes in long-term obligations is presented in note 9. 

 
I. EMPLOYEE COMPENSATED ABSENCES 
 
Employees of the board earn and accumulate vacation and sick leave at varying rates, 
depending upon their years of service.  The amount of vacation and sick leave that may 
be accumulated by each employee is unlimited.  Upon termination, employees or their 
heirs are compensated for up to 300 hours of unused vacation leave at the employee’s 
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hourly rate of pay at the time of termination.  The cost of current leave privileges, 
computed in accordance with GASB Codification Section C60, is recognized as a 
current-year expense.  The cost of leave not requiring current resources is recorded as a 
long-term obligation. 

 
J. NET ASSETS 

 
Net assets comprise the various net earnings from operations, nonoperating revenues, 
expenses and contributions of capital.  Net assets are classified in the following three 
components: 
 

Invested in capital assets, net of related debt - consists of all capital assets, net 
of accumulated depreciation and reduced by the outstanding balances of any 
bonds or other borrowings that are attributable to the acquisition, construction or 
improvement of those assets 

 
Restricted - consists of external constraints placed on net asset use by creditors, 
grantors, contributors, or laws or regulations of other governments or constraints 
imposed by law through constitutional provisions or enabling legislation. 
 
Unrestricted - consists of all other net assets that are not included in the other 
categories previously mentioned. 

 
K. ESTIMATES 

 
The preparation of financial statements requires management to make estimates and 
assumptions that affect certain reported amounts and disclosures.  Accordingly, actual 
results could differ from those estimates.   

 
2. CASH AND CASH EQUIVALENTS 

 
At June 30, 2003, the board has cash (book balances) totaling $206,185 in interest-bearing 
demand deposits.  These deposits are stated at cost, which approximates market.  Under state 
law, these deposits (or the resulting bank balances) must be secured by federal deposit 
insurance or the pledge of securities owned by the fiscal agent bank.  The market value of the 
pledged securities plus the federal deposit insurance must at all times equal the amount on 
deposit with the fiscal agent.  At June 30, 2003, the board has $207,907 in deposits (collected 
bank balances).  These deposits are secured from risk by federal deposit insurance (GASB 
Category 1).   
 
3. RECEIVABLES 
 
At June 30, 2003, the board has receivable balances relating to licenses and fees totaling 
$38,640.  The board has not established an allowance for doubtful accounts.  
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4. CAPITAL ASSETS 
 
A summary of changes in capital assets follows: 
 

Equipment

Balance, July 1, 2001 $66,487
Adjustment for Capitalization Policy (66,487)
Restated Balance at July 1, 2001 NONE 

Balance, June 30, 2002 NONE 

Balance, July 1, 2002 NONE 

Balance, June 30, 2003 NONE 

 
The board followed the Louisiana Property Assistance Agency (LPAA) policy for capitalizing and 
reporting equipment.  The LPAA’s dollar threshold for capitalizing equipment is $1,000.  
However, according to the Office of Statewide Reporting and Accounting Policy’s instructions, 
only equipment valued at or over $5,000 is capitalized and depreciated for financial statement 
purposes.  Therefore, the restatement reflects the impact of the changes in this capitalization 
policy. 
 
5. PENSION PLAN 
 
Substantially all employees of the board are members of the Louisiana State Employees 
Retirement System (LASERS), a cost-sharing, multiple employer defined benefit pension plan.  
LASERS is a statewide public employee retirement system (PERS) for the benefit of state 
employees, which is administered and controlled by a separate board of trustees.  LASERS 
provides retirement, disability, and survivors’ benefits to plan members and beneficiaries.  
Benefits granted by the retirement system are guaranteed by the State of Louisiana by 
provisions of the Louisiana Constitution of 1974.   
 
Generally, all full-time employees are eligible to participate in LASERS, with employee benefits 
vesting after 10 years of service.  At retirement age, employees are entitled to annual benefits 
equal to $300 plus 2.5% of their highest consecutive 36 months’ average salary multiplied by 
their years of credited service.  Vested employees are entitled to a retirement benefit, payable 
monthly for life at (a) any age with 30 years of service, (b) age 55 with 25 years of service, or 
(c) age 60 with 10 years of service.  In addition, vested employees have the option of reduced 
benefits at any age with 20 years of service.  Article 10, Section 29 of the Louisiana Constitution 
of 1974 assigns the authority to establish and amend benefit provisions to the state legislature.  
LASERS issues an annual publicly available financial report that includes financial statements 
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and required supplementary information for the system.  The report may be obtained by writing 
to the Louisiana State Employees Retirement System, Post Office Box 44213, Baton Rouge, 
Louisiana 70804-4213, or by calling (225) 922-0600.  
 
The contribution requirements of plan members and the board are established and may be 
amended by the state legislature.  The legislature annually sets the required employer 
contribution rate equal to the actuarially required employer contribution as set forth in R. S. 
11:102.  Employees contribute 7.5% of covered salaries.  The board’s contribution rate for the 
fiscal years ended June 30, 2003, 2002, and 2001 were 14.1%, 13%, and 13%, respectively.  
The board’s contributions to the system for the years ended June 30, 2003, 2002, and 2001 
were $19,726, $13,682, and $12,791, respectively. 
 
6. POSTRETIREMENT HEALTH CARE 
 AND LIFE INSURANCE BENEFITS 
 
The board provides certain continuing health care and life insurance benefits for its retired 
employees.  Substantially all of the board’s employees become eligible for these benefits if they 
reach normal retirement age while working for the board.  These benefits for retirees and similar 
benefits for active employees are provided through the state’s insurance program whose 
monthly premiums are paid jointly by the employee and the board.  The board’s costs of 
providing retiree health care and life insurance benefits are recognized as expenditures when 
the liability has been incurred.  There were no costs paid for postretirement health care of life 
insurance benefits for the years ended June 30, 2003 and 2002. 
 
7. OPERATING LEASE 
 
The board has operating leases for office space and equipment.  Total payments for operating 
leases during fiscal year ended June 30, 2003, amounted to $41,327.  The following is a 
summary of future annual operating lease payments as of June 30, 2003: 
 

  
Fiscal Year Office Space Equipment

2003-2004 $12,608 $4,078
2004-2005 4,078

Future annual lease payments $12,608 $8,156
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8. CAPITAL LEASE 
 
The board had capital lease agreements for the purchases of equipment.  During fiscal year 
2003, final payments were made on the agreements.  

 
9. LONG-TERM OBLIGATIONS  
 
Long-term obligations at June 30, 2003, consist entirely of compensated absences.  The 
following is a summary of the long-term obligations transactions: 
 

Long-term obligations at July 1, 2001 $17,803
Additions 2,267
Deletions (2,485)

Long-term obligations payable at June 30, 2002 $17,585

Long-term obligations at July 1, 2002 $17,585
Additions 2,444
Deletions (1,910)

Long-term obligations payable at June 30, 2003 $18,119

 
10. PRIOR-YEAR RESTATEMENT OF NET ASSETS 
 
The following adjustments were made to restate beginning net assets for June 30, 2001: 
 

Net assets, June 30, 2001 $213,883
Adjustments:
  Prior year accounts receivable 5,155
  Prior year accounts payable (86)
  Change in Accounting Principle - Capitalization Policy (6,671)
  Prior year compensated absences (17,803)
  Misclassification of prior year revenue 18,194

Net assets, June 30, 2001, as restated $212,672
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11. RISK MANAGEMENT 
 
Losses arising from judgments, claims, and similar contingencies are paid through the state’s 
self-insurance fund operated by the Office of Risk Management, the agency responsible for the 
state’s risk management program, or by General Fund appropriation. 
 
There is no pending litigation or claims against the board at June 30, 2003, which if asserted, in 
the opinion of the board’s legal advisors, would have at least a reasonable probability of an 
unfavorable outcome or for which resolution would materially affect the financial statements. 
 
12. INTERAGENCY AGREEMENT 
 
The board entered into an interagency agreement with the Department of Health and Hospitals 
(DHH) to provide reimbursement of costs for the maintenance of a Certified Nurse Aide Registry 
in accordance with Public Law 100-203.  The board’s reimbursements from DHH for the years 
ending June 30, 2003 and 2002, were $76,938 and $107,726, respectively.  The board has a 
receivable due from DHH of $9,678 at June 30, 2003. 
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LOUISIANA BOARD OF EXAMINERS OF 
NURSING FACILITY ADMINISTRATORS 

DEPARTMENT OF HEALTH AND HOSPITALS 
STATE OF LOUISIANA 

OTHER SUPPLEMENTAL INFORMATION 
 
 
 

PER DIEM PAID BOARD MEMBERS 
 
 
 

The schedule of per diem paid board members is presented in compliance with House 
Concurrent Resolution No. 54 of the 1979 Session of the Louisiana Legislature.  Board 
members are paid a per diem of $75 for each board meeting they attend and for attending to 
duties assigned by the board, as authorized by Louisiana Revised Statute 37:2503. 

 
 
 

ANNUAL FISCAL REPORT TO THE OFFICE OF THE GOVERNOR, 
DIVISION OF ADMINISTRATION, 

OFFICE OF STATEWIDE REPORTING AND ACCOUNTING POLICY 
 
 
 

The annual fiscal report presents the financial position of the Louisiana Board of Examiners of 
Nursing Facility Administrators as of June 30, 2003, and the results of its operations for the year 
then ended.  This report contains information in the format requested by the Office of Statewide 
Reporting and Accounting Policy for consolidation into the Louisiana Comprehensive Annual 
Financial Report.   
 



Schedule 1

LOUISIANA BOARD OF EXAMINERS OF 
  NURSING FACILITY ADMINISTRATORS
DEPARTMENT OF HEALTH AND HOSPITALS
STATE OF LOUISIANA

Schedule of Per Diem Paid Board Members
For the Years Ended June 30, 2003 and 2002

2003 2002

A. A. Kelley, Jr. $2,475 $1,950
Mark Cartwright 300     150
Robert Rimes 525     225
Harold Gamburg 1,350  600
John Matessino 975     750
Joseph Hamrick 1,875  375
Elizabeth Humphrey 300     75
Ed Smith 525     150
Henry Burch 150
Martin Stott 300

          Total $8,625 $4,425
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OTHER REPORT REQUIRED BY 
 

GOVERNMENT AUDITING STANDARDS 
 
 
The following pages contain our report on compliance with laws and regulations and on internal 
control as required by Government Auditing Standards, issued by the Comptroller General of 
the United States.  This report is based solely on the audit of the financial statements and 
includes, where appropriate, any reportable conditions and/or material weaknesses in internal 
control or compliance matters that would be material to the presented financial statements. 
 



OFFICE OF 
LEGISLATIVE AUDITOR 

STATE OF LOUISIANA 
BATON ROUGE, LOUISIANA 70804-9397 

 
 
 

EXHIBIT A 

1600 NORTH THIRD STREET 
POST OFFICE BOX 94397 

TELEPHONE:  (225) 339-3800 
FACSIMILE:    (225) 339-3870 

 

 

August 19, 2003 
 
 

Report on Compliance and on Internal Control Over Financial 
Reporting Based on an Audit of the Basic Financial Statements 

 
 
LOUISIANA BOARD OF EXAMINERS OF 
  NURSING FACILITY ADMINISTRATORS 
DEPARTMENT OF HEALTH AND HOSPITALS 
STATE OF LOUISIANA 
Baton Rouge, Louisiana 
 
We have audited the financial statements of the Louisiana Board of Examiners of Nursing 
Facility Administrators, a component unit of the State of Louisiana, as of June 30, 2003, and for 
the years ended June 30, 2003 and 2002, and have issued our report thereon dated August 19, 
2003.  We conducted our audit in accordance with auditing standards generally accepted in the 
United States of America and the standards applicable to financial audits contained in 
Government Auditing Standards, issued by the Comptroller General of the United States.  
 
Compliance 
 
As part of obtaining reasonable assurance about whether the Louisiana Board of Examiners of 
Nursing Facility Administrators’ financial statements are free of material misstatement, we 
performed tests of its compliance with certain provisions of laws, regulations, and contracts, 
noncompliance with which could have a direct and material effect on the determination of 
financial statement amounts.  However, providing an opinion on compliance with those 
provisions was not an objective of our audit, and, accordingly, we do not express such an 
opinion. The results of our tests disclosed the following instance of noncompliance that is 
required to be reported herein under Government Auditing Standards. 
 

Payments in Excess of Contract Limit 
 
The Board of Examiners of Nursing Facility Administrators (BENFA) exceeded the 
contract limit on a professional services contract and failed to obtain proper approval of a 
contract amendment.  Good internal control includes an adequate monitoring function to 
identify payments nearing the contract limit.  Furthermore, Louisiana Administrative 
Code Title 34, Part V, Section 112 states, “All amendments to contracts for professional, 
personal, consulting and social services shall be submitted to the Office of Contractual 
Review and shall become effective only upon approval by the director of the Office of 
Contractual Review.” 
 
BENFA has a three-year professional services contract (July 2001 - June 2004) with 
Richard M. Upton for legal services.  This contract has a maximum payment amount of 
$54,000.  However, as of June 30, 2003, BENFA has paid $54,591 for legal services.  
An amendment to raise the contract amount to $75,000, effective July 1, 2002, has not 
been approved by the Office of Contractual Review. 
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The board should implement procedures to monitor contract payments and comply with 
state regulations regarding amendments to professional services contracts.  The board 
should continue to seek approval for this contract amendment.  Management of the 
board concurred with the finding and recommendation and outlined a plan of corrective 
action (see Appendix A, page 1). 

 
Internal Control Over Financial Reporting 
 
In planning and performing our audit, we considered the Louisiana Board of Examiners of 
Nursing Facility Administrators’ internal control over financial reporting to determine our auditing 
procedures for the purpose of expressing our opinion on the basic financial statements and not 
to provide assurance on the internal control over financial reporting.  However, we noted the 
matter relating to payments in excess of the contract limit as mentioned in the compliance 
section of this report that we consider to be a reportable condition.  In addition, we noted three 
matters involving the internal control over financial reporting and its operation that we consider 
to be reportable conditions.  The first matter related to the board’s operation and its limited staff 
that precludes an adequate segregation of duties and other features of an adequate system of 
internal control, although to employ such controls may not be cost beneficial.  The other 
reportable conditions are described below.  Reportable conditions involve matters coming to our 
attention relating to significant deficiencies in the design or operation of the internal control over 
financial reporting that, in our judgment, could adversely affect the Louisiana Board of 
Examiners of Nursing Facility Administrators’ ability to record, process, summarize, and report 
financial data consistent with the assertions of management in the financial statements.  
 

Insufficient Controls Over Revenue 
 
BENFA has not established adequate control procedures over its nurse aide certification 
card fees and its annual registration fees.  A good internal control system should include 
a reconciliation of certification cards issued to total certification fees collected and 
recorded in the accounting records and identify the disposition of each card as issued, 
replaced (no fees charged), or damaged (not issued).  In addition, good internal control 
should include an accounting system designed to minimize the likelihood of errors and/or 
fraud. 
 

Nurse Aide Certification Card Fees 
 

For the fourth consecutive audit, BENFA has not established adequate control 
procedures over its nurse aide certification card fees.  In December 2000, the 
board began using prenumbered cards, which included procedures for identifying 
replacement cards and damaged cards.  However, existing procedures are not 
sufficient to account for the disposition of each card.  In addition, the procedures 
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do not include a way to match card numbers with cardholders’ names.  Failure to 
perform a full reconciliation of the certification cards could inhibit the timely 
detection of errors and/or fraud.  Nurse aide certification card fees reported by 
the board totaled $44,005 and $36,269 for fiscal years 2003 and 2002, 
respectively. 
 
Annual Registration Fees 
 
BENFA manually records annual registration fees using prenumbered receipts, 
notebooks, binders, and labels.  During the audit, numerous errors were 
identified in these records.  A computerize recordkeeping system listing the 
individual’s name and address, receipt date, amount received, receipt number, 
license mailing date, and license number would provide management with a 
basis to ensure that errors and/or fraud are detected in a timely manner and that 
financial data are both accurate and reliable.  Annual registration fees reported 
by the board totaled $173,410 and $175,080 for fiscal years 2003 and 2002, 
respectively. 

 
The board should establish adequate procedures to reconcile nurse aide certification 
cards issued to the certification card fees collected, including the ability to link the card 
number issued to the cardholder name.  In addition, the board should computerize the 
recordkeeping process relating to the annual registration fees.  Management of the 
board concurred with the finding and recommendation and outlined a plan of corrective 
action (see Appendix A, pages 2-3). 
 
Lack of Controls Over  
  Time and Attendance 
 
For the second consecutive audit, BENFA did not adhere to the board’s established time 
and attendance policy or state regulations.  The board’s Personnel Policies and 
Procedures Manual requires that an employee requesting leave or returning from 
unexpected leave must complete a leave form for the executive director’s approval.  
State Civil Service Rule 15.2 requires the employee and supervisor to certify the number 
of hours of attendance or absence from duty on the time and attendance records.  
Furthermore, good internal control requires that the board ensure that all time and 
attendance records are approved in a timely manner and all leave balances are properly 
updated and recorded in the accounting records. 
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The review of the board’s time and attendance records for fiscal years 2002 and 2003 
disclosed the following: 
 

Time and Attendance 
 

• Of 1,573.5 hours of leave taken, 184 (12%) hours were not supported by 
a leave slip. 

• Eleven of 48 (23%) time and attendance sheets for the executive director 
were not approved until one month or more after the end of the pay 
period.  An additional four time sheets did not indicate when the board 
member approved the time and attendance sheet, while two time sheets 
could not be located. 

• Five of 88 (6%) time and attendance sheets were not signed by the 
employee. 

Leave Balances 
 

• There were 15 instances where the time and attendance records did not 
agree to the recorded leave balances.  These errors resulted in 56 hours 
charged to annual leave instead of sick leave; 12 hours of annual leave 
and 24 hours of sick leave that were posted but never taken; 3 hours of 
sick leave and 24 hours of annual that were taken but not posted; and 64 
hours worked that was not considered in the leave calculation.  Most of 
the leave errors were due to leave not being properly posted to the 
summary section on the back of the time sheet.   

• In a separate instance, an employee’s sick and annual leave were 
understated by 11.7 hours because the leave rate was not properly 
updated for three months. 

The board has not placed sufficient emphasis on following established internal control 
procedures regarding time and attendance.  Failure to approve time and attendance 
records timely and properly post all leave taken to the leave balance records increases 
the risk that the board will compensate employees for hours they have not worked or for 
leave hours they do not have.  
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The board should establish procedures to ensure that all time and attendance records 
are approved timely and that all leave is accurately posted to the leave records.  
Management of the board concurred with the finding and recommendation and outlined 
a plan of corrective action (see Appendix A, page 4). 

 
A material weakness is a condition in which the design or operation of one or more of the 
internal control components does not reduce to a relatively low level the risk that misstatements 
in amounts that would be material in relation to the financial statements being audited may 
occur and not be detected within a timely period by employees in the normal course of 
performing their assigned functions.  Our consideration of the internal control over financial 
reporting would not necessarily disclose all matters in the internal control over financial reporting 
that might be reportable conditions and, accordingly, would not necessarily disclose all 
reportable conditions that are also considered to be material weaknesses.  However, we 
consider the inadequate segregation of duties, described previously, to be a material weakness. 
 
This report is intended solely for the information and use of the board and its management and 
is not intended to be, and should not be, used by anyone other than these specified parties.  
Under Louisiana Revised Statute 24:513, this report is distributed by the Legislative Auditor as a 
public document.   
 

Respectfully submitted, 

 
Grover C. Austin, CPA  
First Assistant Legislative Auditor 
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Appendix A 
 

Management’s Corrective Action 
Plans and Responses to the 

Findings and Recommendations 












